
Using Hedonic Models to Adjust Prices 
for Audio and Video Products for 
Changes in Quality

E ffective with the release of the Consumer Price Index 
(CPI) for January 2000, the Bureau of Labor Statistics 

(BLS) will extend hedonic quality adjustment to items in 
two CPI strata: audio equipment and other video equipment 
(which contains video equipment other than televisions). A 
hedonic model decomposes the price of a consumer product 
into implicit prices for each of its important features and 
components, thereby providing an estimate of the value of 
each feature and component. The following table gives the 
relative importance (share of weight), as of December 1998, of 
these strata in the Consumer Price Index for All Urban 
Consumers (the CPI-U) and in the Consumer Price Index for 
Urban Wage Earners and Clerical Workers (the CPI-W).

Relative importance in percent 

CPI item stratum (CPI-W) CPI-U
Audio equipment 0.152 0.177
Other video equipment 0.075 0.086

There are 12 main audio products in audio equipment: 
portable CD players, table CD players, radios, tape record
ers, portable radio cassette players, headset stereos, receiv
ers, cassette decks, stereo main speakers, surround speak
ers, rack systems, and shelf systems. These items account 
for about 80 percent of the weight of audio equipment in 
the CPI-U and 81 percent in the CPI-W. The hedonic mod
els estimated for these products rely on home and portable 
audio products data that BLS purchased from a secondary 
source. Items in this index stratum that will not be subject 
to hedonic quality adjustment at this time are automotive 
audio equipment and audio accessories and miscellaneous 
equipment; the data source did not cover them. Detailed

information on the work on audio products is in a paper by 
Kokoski, Waehrer and Rozaklis available from BLS.1

The CPI also will use hedonic quality adjustment for video 
cameras, which have an estimated 31 percent of the weight 
within other video equipment. (Items in this stratum that 
will not be subject to hedonic quality adjustment at this time 
include videocassette recorders, digital versatile disc play
ers, satellite dishes, and miscellaneous video equipment.) 
The hedonic models that BLS analysts developed for video 
cameras use observations collected for the CPI supplemented 
with additional observations that the BLS collected specifi
cally for this purpose. A paper on this work is in prepara
tion and will be available before the release of the January 
2000 CPI.

Additional work on hedonic quality adjustment is un
derway at BLS. In the future, the Bureau plans to extend 
this method to additional CPI items, as satisfactory esti
mates of hedonic models are developed. BLS will give CPI 
users notice 3 months before the first use of each addi
tional model and will have a detailed paper reporting on 
each model available by the time of its implementation.

For more information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes 
2 Massachusetts Ave. NE, Room 3260 
Washington, DC 20212

You may also send electronic mail to Paul Liegey at 
liegey_p@ bls.gov. or telephone Mr. Liegey at (202) 
691-5394.

1 Kokoski, Mary, Keith Waehrer, and Patricia Rozaklis, “Using Hedonic 
Methods for Quality Adjustment in the CPI: The Consumer Audio Products 
Component”, paper presented at the Conference on the Measurement of In
flation, Cardiff, Wales, September 1,1999.
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E ffective with the release of the Consumer Price Index 
(CPI) for January 2000, the Bureau of Labor Statistics 

(BLS) will extend hedonic quality adjustment to items in 
two CPI strata: audio equipment and other video equipment 
(which contains video equipment other than televisions). A 
hedonic model decomposes the price of a consumer product 
into implicit prices for each of its important features and 
components, thereby providing an estimate of the value of 
each feature and component. The following table gives the 
relative importance (share of weight), as of December 1998, of 
these strata in the Consumer Price Index for All Urban 
Consumers (the CPI-U) and in the Consumer Price Index for 
Urban Wage Earners and Clerical Workers (the CPI-W).

Relative importance in percent 

CPI item stratum CPI-U CPI-W
Audio equipment 0.152 0.177
Other video equipment 0.075 0.086

There are 12 main audio products in audio equipment: 
portable CD players, table CD players, radios, tape record
ers, portable radio cassette players, headset stereos, receiv
ers, cassette decks, stereo main speakers, surround speak
ers, rack systems, and shelf systems. These items account 
for about 80 percent of the weight of audio equipment in 
the CPI-U and 81 percent in the CPI-W. The hedonic mod
els estimated for these products rely on home and portable 
audio products data that BLS purchased from a secondary 
source. Items in this index stratum that will not be subject 
to hedonic quality adjustment at this time are automotive 
audio equipment and audio accessories and miscellaneous 
equipment; the data source did not cover them. Detailed

information on the work on audio products is in a paper by 
Kokoski, Waehrer and Rozaklis available from BLS.1

The CPI also will use hedonic quality adjustment for video 
cameras, which have an estimated 31 percent of the weight 
within other video equipment. (Items in this stratum that 
will not be subject to hedonic quality adjustment at this time 
include videocassette recorders, digital versatile disc play
ers, satellite dishes, and miscellaneous video equipment.) 
The hedonic models that BLS analysts developed for video 
cameras use observations collected for the CPI supplemented 
with additional observations that the BLS collected specifi
cally for this purpose. A paper on this work is in prepara
tion and will be available before the release of the January 
2000 CPI.

Additional work on hedonic quality adjustment is un
derway at BLS. In the future, the Bureau plans to extend 
this method to additional CPI items, as satisfactory esti
mates of hedonic models are developed. BLS will give CPI 
users notice 3 months before the first use of each addi
tional model and will have a detailed paper reporting on 
each model available by the time of its implementation.

For more information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes
2 Massachusetts Ave. NE, Room 3260 
Washington, DC 20212

You may also send electronic mail to Paul Liegey at 
liegey_p@ bls.gov or telephone Mr. Liegey at (202) 
691-5394.

1 Kokoski, Mary, Keith Waehrer, and Patricia Rozaklis, “Using Hedonic 
Methods for Quality Adjustment in the CPI: The Consumer Audio Prod
ucts Component”, paper presented at the Conference on the Measurement 
of Inflation, Cardiff, Wales, September 1, 1999.
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E ffective with the release of the Consumer Price Index 
(CPI) for January 2000, the Bureau of Labor Statistics 

(BLS) will extend hedonic quality adjustment to items in 
two CPI strata: audio equipment and other video equipment 
(which contains video equipment other than televisions). A 
hedonic model decomposes the price of a consumer product 
into implicit prices for each of its important features and 
components, thereby providing an estimate of the value of 
each feature and component. The following table gives the 
relative importance (share of weight), as of December 1998, of 
these strata in the Consumer Price Index for All Urban 
Consumers (the CPI-U) and in the Consumer Price Index for 
Urban Wage Earners and Clerical Workers (the CPI-W).

Relative importance in percent 

CPI item stratum CPI-U CPI-W
Audio equipment 0.152 0.177
Other video equipment 0.075 0.086

There are 12 main audio products in audio equipment: 
portable CD players, table CD players, radios, tape record
ers, portable radio cassette players, headset stereos, receiv
ers, cassette decks, stereo main speakers, surround speak
ers, rack systems, and shelf systems. These items account 
for about 80 percent of the weight of audio equipment in 
the CPI-U and 81 percent in the CPI-W. The hedonic mod
els estimated for these products rely on home and portable 
audio products data that BLS purchased from a secondary 
source. Items in this index stratum that will not be subject 
to hedonic quality adjustment at this time are automotive 
audio equipment and audio accessories and miscellaneous 
equipment; the data source did not cover them. Detailed

information on the work on audio products is in a paper by 
Kokoski, Waehrer and Rozaklis available from BLS.1

The CPI also will use hedonic quality adjustment for video 
cameras, which have an estimated 31 percent of the weight 
within other video equipment. (Items in this stratum that 
will not be subject to hedonic quality adjustment at this time 
include videocassette recorders, digital versatile disc play
ers, satellite dishes, and miscellaneous video equipment.) 
The hedonic models that BLS analysts developed for video 
cameras use observations collected for the CPI supplemented 
with additional observations that the BLS collected specifi
cally for this purpose. A paper on this work is in prepara
tion and will be available before the release of the January 
2000 CPI.

Additional work on hedonic quality adjustment is un
derway at BLS. In the future, the Bureau plans to extend 
this method to additional CPI items, as satisfactory esti
mates of hedonic models are developed. BLS will give CPI 
users notice 3 months before the first use of each addi
tional model and will have a detailed paper reporting on 
each model available by the time of its implementation.

For more information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes
2 Massachusetts Ave. NE, Room 3260 
Washington, DC 20212

You may also send electronic mail to Paul Liegey at 
Iicgey_p@ bls.gov or telephone Mr. Liegey at (202) 
691-5394.

1 Kokoski, Mary, Keith Waehrer, and Patricia Rozaklis, “Using Hedonic 
Methods for Quality Adjustment in the CPI: The Consumer Audio Prod
ucts Component”, paper presented at the Conference on the Measurement 
of Inflation, Cardiff, Wales, September 1, 1999.
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